FCC Form 481 - Carrier Annual Reporting
Data Collection Form

FCC Form 481
DMD Control No. J060-UM86/0MB Control Na. 3060-081%
bty 2013

<010> Study Arca Code

48273%

<015> Study Area Name

BLUACEFOOT TRL - Wi

<D20> Program Year

2014

<030> Contact Name: Person USAC should contact
with guestions about this data

Michells Norback

<035> Contact Telephone Numbaer;

408-541-51%1

Number of the person identilied in data line <030>

<039> Contact Email Address:
Ernail of the person identitied in data line <0305

enorbeckiblack foot .com

ANNUAL REPORTING FOR ALL CARRIERS

<100> Service Quality Improvement Reporting

<200> Qutage Reporting {voice)

(check baw when complete]

feomplete attached work theet] A NN

leomplete altached worksheet] | % | 7 |

<210 <-- check box if no outages to report

<300= Unfulfilled Service R 15 (voice)

o |

<310> Detail on Attempts (voice)

| fartach descriptive document)

320> Unfulfilled Service Requests (broadband) [

<330 Detail on Att ts [(broadband)

| fottoch wt

<400> Number of Complaints per 1,000 ¢ s {voice) 11—~

<410> Fixed 8.0

<420 Mobile

<430> ber of Complaints per 1,000 ¢ s (broadband) [i R ouN

<440> Fixed 0.0
<450 Maobile

<500> Service Quality Standards & C P

Rules Compliance fcheck ta indicore certificotion) v v

<510>  ysa2vsmesio

<600> Functionality in Emergency Situations

<B610> 4B22I5mrGlo

<700> Company Price Offerings (voice)

<710> Company Price Offerings (broadband)

<800> Operating Companies and Affiliates

<900> Tribal Land Offerings {Y/N)? O
<1000> Voice Services Rate Comparability

<1010

<1100> Terrestrial Backhaul (Y/N)? @ O
<1110>

<1200> Terms and Condition fer Lifeline Customers

fattached dracriptive document)
(check to indicate certiffetion)
fatiached descriptive document) v 14
fromplete attached workshert)
(eomplete attoched worksheet)
feempiete otloched worksheet)

{if ves, complete artached workitieet)
(check to indicote certification)
fattach deseriptive document)

(i nor, check to indicore certificarion) \\ o
[eamplete attached worksheet)
fecompicte vttached worksheet) L

Price Cap Carriers, Proceed to Price Cap Additional Documentation Warksheet

Including Rote-of-Retum Carciers offiliated with Price Cap Local Exchange Carriers

<2000> frheck b mwiote cortifentaon) |— \\\.-‘\Y
<2005> fcompietr orinched worksheet) [ s
Rate of Return Carriers, Proceed to ROR Additional Documentation Warksheet _
— fnsaeiinreiioid OO0
<3005 {tompiete oiached workihes} &\_\

112013 Page 1
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Page 2

(100) Service Quality Improvement Reporting FCC Form 481
Data Collection Form OMB Contral No. 3060-0386/0ME Contrel No. 3060-0819
July 2013
<0105 Study Area Code feamas
<015> Study Area Name BLACKFOOT TEL - BIC
<(20> Program Year 2014
<030> Contact Name - Person USAC should contact regarding this data Hichelle Horbeck
<035> Contact Telephone Number - Number of person identified in data line <030> 408-541-5131 -
<039> Centact Email Address - Email Address of person identified in data line <030> mnorpeckeblackisor.com >
<110>  Has your company received its ETC certification from the FCC? (yes /no) O @
|F your answer to Line <110> is yes, do you have an existing §54.202{a) "5
<1il> year plan” filed with the FCC? (yes /no) O @
If your answer Lo Ling <111>is yes, then you are required ta file a progress
repart, on line <112> delineating the status of your company's existing §
54,202(a) "5 year plan” on file with the FCC, as it relates to your provision of
voice telephony service.
112> Attach Five-Year Service Quality improvement Plan o, In subsequent years,
wour annual progress report filed pursuant to 47 C.F.R. § 54.313{a)(1). If your company isa
CETC which only receives frozen support, your progress repert is only
required 1o address voice telephony service.
Name of Attached Document {.pdf)
Please check these boxes below to confirm that the attached POF, on line
112, contains a progress report on its five-year service quality improvement
plan pursuant to § 54.202(a). The information shall be submitted at the wire
center level or census block as approgpriate.
<113> Maps detailing progress towards meeting plan targets
<114> Report how much universal service (USF) support was received
<115>  How |USF) was used to improve service quality i
<116> How [USF|was used to improve service coverage -
<117> How [USF) was used to improve service capacity
<118> Provide an explanation of network improvement targets not met

in the prior calendar year.

02013
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Page 3

{200} Service Outage Reporting [Voice) FOC Form 481
Data Collection Form OMB Contral No. 3060-0986/0MB Control No. 3060-0819
July 2013
482235
<0i0>  Study Area Code
<015  Study Area Name BLACKFDOT TEL - BTC
<(20>  Progrom Year 2014
<030>  Contact Name - Person USAC should cantact regarding this data Mickalle Korbeck
<(3% Contact Telept Number - Number of person ified in data |Ine <030> 405-541-5131
036> Contact Email Addrass - Email Address of persan identified in data line 030> mnorbeckéblackfoor. com
<220% <@ <bl> <h2> <bd> <td> <tl> <ci> <d> <g> <f> <g> <h
NORS Did This Outage
Reference | Outage Start | Outage Start | Outage End | Outage End Number of 911 Facilities Service Outage Affect Multiple
Number Data Tima Date Time Customers Affected| Total Number of Affected Description (Check Study Areas Service Qutage Preventative
Customers {Yes / No} all that apply) {¥es /[ No) Resolut Procedures

Q.

101072013
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{700) Price Offerings including Voice Rate Data FCC Form 481
Data Collection Form 'ﬁ!_\_lﬂ Contral No, 3060-0986/0MB Control No. 3060-0818
July 2013
<010>  Study Area Code 16225
<015>  Study Area Name BLACKFOOT TEL - BTC
<020>  Program Year 1014
<030=  Centact Name - Person USAC should contact regarding this data Kichalle Noxback
<033 Contact Telephone Number - Number of person identified in data line <030> 408-541-5131
<039>  Contact Email Address - Email Address of person identified in datz line <030> mnorbackablackioat.com
<701> Residential Local Service Charge Effective Date 1/1/2011
<702> Single State-wide Residential Local Service Charge
<703> <alx <al> <a3> <bi> <bz> <b3> <bd> <b5> <
Residential Local Mandatory Extended Area
State Exchange |ILEC) SAC (CETC) Rate Type Service Rate State Subscriber Line Charge | State Universal Service Fee Service Charge Total per line Rates and Fu;l_

-- See alt

ched worksheet

10/10:2013

Page &



Page 5

|710) Broadband Price Offerings
Data Collection Form

FOC Form 481

OMB Control No. 3050-0986,/GMB Control No. 3060-0819

July 2013
<010>  Study Area Cade 482235
<015»  Siudy Area Name BLACKFOOT TEL - BIC
<020 Program Year 2014
<030  ContactName - Person USAC should contact ragarding this data Michelle Norbeck
<0332 Contact Telephone Number - Number of person ingaiafine<g3g> $0E-S43-5131
<03%9» Contact Emall Address - Email Address of person identified in data line <030> moorbeckéblackicot. com
<711> <@l <gd> <bix <b2> <e> <dlx <d2> <di> <dé>
Broadband Service - Usage Allowance
State Regulated Download Speed | Broadband Service - | Usage Allowance | Action Taken When
State Exchange [ILEC) idential Rate Fees Total Rate and Fess {Mbps) Upload Speed {Wbps) (GB) Limit Reached {selecr |
-- See attached
;A
|
Page 5
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(800) Operating Companies FCC Form 481
Data Collection Form OMB Control No, 3660-0986/0MB Control No. 3060-0219
July 2013
<0105  Study Area Code b
<015> Stwudy Arca Name BLACKFOOT TEL - BTC
<020> Program Year 2014
<030> Contact Name - Person USAC should contact regarding this data Michelle Horbeck

<035> Contact Telephone Number - Number of person identified in data line <030> 10E-341-5131

<039> Contact Emall Address - Email Addrass of person identified in data line <030> mmorbeckeblackfoot . com

<810 Reporting Carripr Blackfcot Telephone Cooperative, Inc.

<81i> Holding Company

<B12> Cperating Company. Blackfcot Telaphone Cocperative, Inc.
<d13> <al> <al2> <a3>
Affiliates SAC Doing Busi As C yorBrand D

0o .
—=—Seegttachedworkg t==

203



Page 7

(900) Tribal Lands Reporting FCC Form 481
Data Collection Form 'OMB Control No. 3060-0986/0MB8 Control No, 3060-0819
July 2013
<010> Study Arez Code 42235
<015>  Study Area Name BLACKEOOT TEL - BTG
<020> Program Year 2014
<030> Contact Mame - Person USAC should contact regarding this data Michelle Horbeoh
<035> Contact Telephone Number - Number of person identified in data line <030> #08-541-5131
<039> Contact Email Address - Email Address of parson identified in data line <030> smorbecksblackfoce =on
<8910> Tribal Land(s] on which ETC Serves Contederated Salish and Hootenal Tribes
<820> Tribal Government Engagement Obligation AETASARE LY
Name of Attached Document {.pdf]

If your company serves Tribal lands, please select {Yes,No, NA) for

each these boxes to confirm the status described on the attached

PDF, an line 920, demonstrates coordination with the Tribal

gavernment pursuant to § 54.313{a)(9) includes:

Select
{Yes,Na,
NA)
<821>  Needs assessment and deployment planning with a focus on Tribal *o
community ancher institutions; NN

<822> Feasibility and sustainability planning; Ho
<923>  Marketing services in a culturally sensitive manner; o
<924> Compliance with Rights of way processes Yesx
<925» Compliance with Land Use permitting requiraments fas
<926> Compliance with Facilities Siting rules s
<827> Compliance with Environmental Review processes Yes
<928> Compliance with Cultural Preservation review processes Wen
<929» Compliance with Tribal Business and Licensing requirements. HA

1V1v2012 Page 7



Page 8

(1100) No Terrestrial Backhaul Reporting FCC Form 481
Data Collection Form OMB Control No. 3060-0986/0MB Control No. 3060-0818
July 2013
<010> Study Area Code 182235
<015> Study Area Name BLACKEOOT TEL - BTC
<020> Program Year 2014
<030> Caontact Name - Person USAC should contact regarding this data Hichelle Mozbeck

<035> Contact Telephone Number - Number of person identified in data line <030>  woé-s41-5131
<038> Contact Emeil Address - Email Address of person identified in data line <030>  =nesbeckeblackfoas. com

Please check this box to confirm no terrestrial backhaul D
<1120> opptions exist within the supported area pursuant to § 54.313(G)

Please check this box to confirm the repeorting carrier offers D
broadband service of at least 1 Mbps downstream and 256 kbps
upstream within the supported area pursuant to § 54.313(G)

<1130>

101102013 Page 8



Page 9

(1200) Terms and Condition for Lifeline Customers

FCC Form 481

Lifeline OMB Control No. 3060-0986/0MB Control No. 3060-0819
Data Collection Form July 2013
<010> Study Area Code bl
<015> Study Arez Name BLACKFOOT TEL - ETC
<D20> Propram Year 2014
<030> Contact Name - Person USAC should contact regarding this data Michelle Norbeck
<035> Contact Telephone Number - Number of person identified in data line <030>  406-342-5131
<039> Contact Email Address - Crmail Address of person identified in data line <030>  mnevbeckeblackico: .com
<1210> Terms & Conditions of Voice Telephony Lifeline Plans
Name of attached decument (.pdf)
<1220 Link to Public Website HTTP heeps//www  Dlackfoot  com/reaidencial -seryices. gheml
"PFlease check these boxes below to confirm that the attached PDF,
on line 1210, or the website listed, on line 1220,
contains the required information pursuant to §
54.422(2)|2) annual reporting for ETCs receiving low-income
support, carners must annually report:
<1221> Information describing the terms and conditions of anyvoice [ v ]|
telephony service plans offered to Lifeline subscribers,
<1222> Details an the number of minutes provided as part of the plan, |
<1223> Additicnal charges for toll calls, and rates for each such plan.

wnAozEma
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Page 10

(2000) Price Cap Carrier Additional Documentation ‘FCC Form 481
Data Collection Form OMB Control No. 3060-0985/0MB Control No. 3060-081%

Including Rate-of-Returr Carriers ﬂ'ﬂen’ with Price i’.‘m Local Eithmge-i‘.‘dﬂfm July2013

<010>  Study Area Code 482235

<0152 Study Area Name ELACEFOOT TEL - BIC
<020> Program Year 2014

<030>  Contact Name - Person USAC should contact regarding this data Michalle Worbeck
<0352  Contact Telepnans « Number of person identified in data line <030>  $05-531-5131

<03%>  Contact Email Address - Email Address of person identified in data line <030>  macrbeckablackfsot.com

CHECK the boxes balow to note liance as a of Inc al .Conne:t America Pl;ase i sﬁppu;t- frozen High Cost support, High Cost support Io“e!!m BCCess :llarme reductions, and Cannect America Phase 1|
support as set forth in 47 CFR & 54.313(b),(c).(d),(e] the information reported an this form and in the documents attached below Is accurate.

Incremental Connect America Phase | reporting
<2010> 2nd Year Certification (47 CFR § 54.313(b)|1))
<2011 3rd Year Certification {47 CFR § 54.313(bj[2)}

Price Cap Carrier Receiving Frozen Support Certification {47 CFR § 54,312(a)}

<2012> 2013 Frozen Support Certification
<2013> 2014 Frozen Suppert Certification
<2014 2015 Frozen Support Certification
<2015 2016 and future Frozen Support Certification

Price Cap Carrier Connect America ICC Support {47 CFR § 54.313(d)}
<2016 Certification Support Used to Build Broadband

Connect America Phase || Reporting {47 CFR § 53.313(e)}

000 0O (110 [0

<2017 3rd vear Broadband Service Certifi

<2018> Sth year Broadband Service Certification

<2019 interim Frogress Certification

<2020= Please check the box to canfirm that the attached PDF, on fine 2021,

cantains the reguired information pursuant to §54.313 {e}(3){i), as a reciplent
of CAF Phase || support shall provide the number, names, and addresses of
community anchor Institutions to which began providing access 1o k db
service in the preceding calendar year.,
<> Interim Progress Community Anchor Institutions Name of Attached Dacument Listing Required Infermation

Page 10
100102013



13000) Rate Of Return Cartler Additional Documentation FEC Form 481
Data Collection Form OMB Control Na. 3060-0956/0M8 Control No. 3050-0813
Juby 2013
" 010> Study Aves Code el i
015> Study Araa Hame ELACKFOOT TEL - BIC
030> Program Yoar 2014
4030>  Contact Narme - Pecson USAC should contact regarding this data Michelle Norback
035> Contact Tulnshane Number  Numbar of person identified in data line 030> 406-541-5131
#039>  Comact Emall Aderess « Emall Address of person identified in data line <030>  mnorbegkablackfoot  com

CHECK the boxes below 1o nate compliance on it five yeur service quality plan (pursuant to 47 CFR § 54.202(af) and, Tor privately held carriers,

11010

oy

{017}
15013
13012]

[3018)
f3016)

1017)
1218

11018
[R1e=1e]]

o011

f3022)

i3023)
i30re

1302%)
13026)

TR L

- T— —

. ensuring compliance with the financial reporting requirements sei larth in 47
CFR § 54.313{f)(2}. | further certily that the information reported on this form and in the documents attached below is aceurate.

Progress Aepart on S Year Plan

Minsiione Certification [47 CFR § 54.333(0125(0) Name of Attached Bocument Listing Reguired Information
Peate chick this box ta confit that the altached #OF , an line 3017, | |

wantabn thi feguised infarmation pursuant 10§ 54,313 (N1}, as 2
renpent ol CAF Prase W wapport shall orgvide the nurnber, names, and
aadeeisin of camman iy snchos institutions to which began providing
access b broaaband seroce i the preceding calendar year.

Cammunity Anchar instivationy (47 CFR § 58 311K} Name of Attached Document Listing Reguired lnformation
15 your compiny 2 Frvately Hold BOR Carmer [87 CFR & 54 313(1 23}

I pes, dowd your cormpany (ke the RUS annual report

Please check these boves (o confirm that the stached PDE, an line 3017,

cantani the required infarmation pursuant to § 54.313(112] campliance

fequares.

Electranic capy of fesr annual RUS recarty (Operating Report far D
Tebdcommunicitian ) Borrowers)

POF of Balmnce Shieel, intorme Statement and Starement of Cash Flows E’

i 1he respanse s yer on line 3014, attach your compamy's RUS anrual
caport and all requiced dacumentatian Name of Mtached L i inf
i 1he 1espinte 1 mo on line 3014, ks your company audited? L™ Jivesina)

A Lhe respanie s yes on ine 3018, please cnack the hoxes below 1o
con i your awhmiidon, o ke 3026 pursaant 1o & 54313062}, containg

Eitver acopy of thew aofsed financ al ssatement; er (2) o linandal report
2 fermat o RUS Report for
PDF ef Balange Sheet, incame Statement 2nd Statement of Cath Flows

Miiagement lettes issued by the certified public
that peeformed the company's lnancial audi

1f thie respenae s oo on line 3018, please check the boxes balow
ta confirm your sibmisskon, on line 3026 puriuant to § 54.313{1(2),

LOntame

Copy of thmr fnancit statement which has been subject to review by an —_
cerulind publc At frepartina

Taremat B RUS gt Report far Ti b

Barrowers,

g Il d 0 3 revew By an cartified

pulilic accaunumt

underying mlarmanon wipecien 1o an officer certficaton. B

POf of Balance Sheet, Income Staternent and Staterment of Cash Flows.

4§2215= 3026

Artach i L Tnting i Mame of Attached Document Listing Begulned

10102073
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age L4

Certification - Reporting Carrier FEC Form 481
Data Collection Farm OMB Control No. 3050-0986/0MA Control No. 3060-0819
July 2013
4p2138

=010>  Study Area Code

<015> Study Ares Name BLACKPOOT TEL - WTC
2004

<020> Program Yea
<030 Contact Mame - Person USAC should contact regarding this data
<035> _ Contact Telephone Number . Number of person ids in data line <030 406-341-3131

039> Contact Email Address - Emall Address of person dentified in data fine <030= _™narbackiblacktcot com

Hichelle Norbeck

TO BE COMPLETED BY THE REPORTING CARRIER, IF THE REPORTING CARRIER 15 FILING ANNUAL REPORTING ON ITS OWN BEHALF:

Certification of Dfficer as to the Accuracy of the Data Reported for the Annual Reporting for CAF or LI Recipients

| cartify that | am an officer of the carrier; my ibil include ing the v of the annual Q) for uni | service support
reciplents; and, to the best of my knowledge, the information reported on this form and in any attachments is accurate.

ELACEFOOT TEL - WBTC

[Kame of Reporting Carrier:
signature of Authorized Officer,  CFF71FIED QHLINE pate  10/10/2003
Printed name of pd Officr: *I=helle Worbeok

Title of position of Authorized Officer; CaFties & Regulatory Specialist

Telephone number of Authorized Offices; 108 -341-5131

[5tudy Area Code of Reparting Carrier: 83536 Fiting Due Date far this form: 10/15/3013
Persons willlully making false stnements on this Torm can be g i by fine or lorfe undher the C Actol 1934, a7 USC & 502, S03(b), or Hine ov Imprisanment

under Titlp 18 of the United States Code, 1A USC § 1001

omr 13
10109013 aaites



Tage 14

Certification - Agent / Carrier FCC Form 481
Data Collection Form OMB Control No. 3060-0986/0MB Control No. 3060-0819
July 2013
<0105 Study Area Code SRRk
_<015>  Study Ares Narme BLACEFOOT TEL - BTC
<020 Program Year 2014
«030> _ Contact Name - Person USAC should contact regarding this data Michslle Norbeck

4045>  Contact Tetephone Number - Bumber of person klentifled in data line <030> 404 -541-5131
<039> Contact Email Address - Email Address of person identified In data line <030> mnorbackublackfoot .com

TO BE COMPLETED BY THE REPORTING CARRIER, IF AN AGENT IS FILING ANNUAL REPORTS ON THE CARRIER'S BEHALF:

Certification of Officer to Authorize an Agent to File Annual Reports for CAF or LI Recipients on Behalf of Reporting Carrier

| certity thal (Name of Agent), it auth to submil the inf on behall of the repariing carter, |
also cortity that | am an officer of the reporiing carrier; my include ring the of the annual data a » to the
Jagent; and, to the best of my knowledge, the reparns and data pr to the sgent is
Name of Authorized
Name of R, ing Carrier:
ature of Authorited Officer: Date:

Printed name of Authorized Officar:

Tithe ar position of Authorized Officer.

Telephons number of Authorized Dificer:

(Study Area Code of Reporting Carriers Filing Due Date for this form:

Persons willfully making false statements on this foem can be punished by fine or under the C Act ol 1934, 47 105.C. 55 502, 503(k), or fine or imprisonment
umder Tithe 18 of the United States Code, 13 05,0 § 1000

TO BE COMPLETED BY THE AUTHORIZED AGENT:

Certification of Agent Autherized to File Annual Reports for CAF or LI Recipients on Behalf of Reporting Carrier

I, as agent for the reporting carvier, certify that | am authorized to submit the annual reports for univarsal service support recipients on behalf of the reporting carrier; | have provided
the data reported herein based on data provided by the reporting carrier; and, to the best of my igw, the inf: ported herein is

Name of Reporting Carrier:
Name of Autharized Agent or Emplayee of Agent:

Signature of Authorized Date;
Telephone number of d Agent or Employee of Agent:
Area Code of Reporting Carrier. Filing Du= Date for this form:
Persons willlully making falve statersents on this form can be punished by fine of forf, under the © Act of 1934, 47U 5.C 55 502, S03{B). or fine or impriaonment under Tle

18 of the United States Code, 18 UL § 1001

Page 13
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Attachments
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Service Quality Standards & Consumer Protection Rules
Compliance

October 9, 2013
Michelle Norbeck
Carrier & Regulatory Specialist
Blackfoot Telecommunications Group

Blackfoot Telecommunications Group comprised of Blackfoot Telephone Cooperative, Inc. (SAC
482235 and 483308) and Fremont Telcom Co. (SAC 472222) has implemented a variety of
service quality standards and consumer protection policies and procedures. This document
provides a high level description of the measures in place to.

Service Quality

The companies comply with service quality standards by meeting all requirements in the
Administrative Rules of Montana 38.5.3371 and Idaho Administrative Code I.D.A.P.A.
31.41.01.500, as well as, all applicable federal consumer protection rules.

Consumer Protection

The companies comply with consumer protection obligations by meeting requirements in
Administrative Code |.D.A.P.A. 31.41.01, applicable consumer protection regulation in the state
of Montana, as well as, all federal consumer protection rules. The companies general practice
is to treat all information as if it were private, in addition CPNI and Red Flag policies and
procedures are observed and trained on annually. CALEA obligations and processes are strictly
adhered to. Noticing is undertaken annually in relation to do not call and call before you dig.
Noticing of rate changes is provided to educate customers about changes appearing on their
bills regardless of the jurisdiction or regulated nature of the service.



Functionality in Emergency Situations

October 8, 2013
Frank Creasia
VP Network Operations

Blackfoot Telecommunications Group

This document provides a high level description of the measures in place to provide
functionality in Emergency situations in the Blackfoot, Clarkfork and Fremont study
areas.

Central Offices in all 3 study areas are equipped with backup generators in the event of
commercial AC power failures. Fuel supplies for these generators are adequate for 24-
36 hours of operation and back up batteries located in each central office provide an
additional 6-8 hours of backup power.

All remote subscriber carrier locations are equipped with backup batteries that are
capable of providing 8-12 hours of DC power in the event of a commercial AC power
failure. We also maintain a pool of portable generators that are used to recharge these
batteries if the AC power is not restored prior to the batteries being fully discharged.

Where practical, fiber optic cable routes that provide connectivity to a remote central
office back to the host central office have diverse routes to insure uninterrupted
operation in the event of a cable cut or failure. If diverse routes are not practical the
remote central office is equipped with a “stand alone" function that insures uninterrupted
operation within the remoter central office service area.



|800) Operating Companies ECC Form 481
Data Collection Form OMB Control No. 3060-0986/0MB Contrel No. 3060-0819
luly 2013
<(10>  Study Area Code i
<015  Study Area Name BLACKFOOT TEL - BTC
<Q20> Program Year 2014
<030> Contact Name - Persan USAC should contact regarding this data Hichelle Horback
<035 Contact Telephone Number - Number of person identified in data line <030>  406-341-5111
<0389>  Contact Email Address - Email Address of parson identified in data line <030>  mncrbeckablackfoot. com
lackfoc Tephen rative, Inc
<810 npacfnﬂg s Blackfoct Telep ne Cooperative Inc
<811> Holding Company
<812>  Operating Campany Blackfoot Telephono Cooperative, Inc.
<813> <al> <a> <a3>
Affiliates SAC Doing Busi As Company or Brand Designati
Blackfoot Telephone Cocperative, Inc. 482235
Blackfoot Telephone Cooperative, Inec. 433308
Fremont Telceom Co. 472232 Fremont Communications

Blackfoor Communications, Inc.

Fretel Communications, Inc.

Fremont Communications

1002013




Tribal Engagement Obligation

October 9, 2013
Dave Martin
VP Product Management/CTO
Blackfoot Telecommunications Group

Blackfoot Telephone Cooperative, Inc. (SAC 482235) provides services on tribal lands and works
regularly with the Confederated Salish and Kootenai Tribes to address their service needs. To
comply with the Tribal Engagement Obligation the following letter was sent to our contact in
October of 2012 to start the engagement process addressing all of the obligations established
in the Transformation Order. Blackfoot attempted on four separate occasions to engage the
tribe in meaningful conversations about a needs assessment, deployment planning, feasibility
and sustainability planning, as well as, marketing in a culturally sensitive manner. On
November 7, 2012 our contact indicated that he was seeking direction from the tribal leaders
on whether they wished to participate in this process and would get back to us. We did not
receive further response from them on the engagement process so we were not able to comply
with the requirements in lines 921, 922, and 923.



sty
BlLACKIF

- Telecommunications Group

10/23/2012

Lorin Peterson

Confederated Salish & K i Tribes
42487 Complex Blvd

PO Box 278

Pablo, Montana 59855

Dear Mr, Peterson,

On behalf of Blackfoot Telephone Cooperative, Inc. (Blackfoot) | would like to thank you for the
opportunity for Blackfoot to provide services to the Confederated Salish & Kootenai Tribes (the Tribes).
Blackfoot has long valued the Tribes' role as active member-owners in the cooperative.

As a regulated company receiving federal support dollars, Blackfoot falls under the Federal
Communication Commission’s (FCC) regulatory authority. In a recent Order the FCC mandated certain
requirements to which Blackfoot must adhere.! One of those requirements is that Blackfoot must
certify on an annual basis that it has engaged the Tribes to ensure a sufficient exchange of information
between Blackfoot and the Tribes that will lead to a common understanding on the deployment and
improvement of communications services on Tribal lands. The engagement process is intended to be
beneficial to all parties with a goal to improve connectivity for 21% century economic opportunities,
education, health care, and public safety consistent with the nation's communication services goals for
all Tribal anchor institutions as well as Tribal members. Blackfoot looks forward to furthering its
discussions with the Tribes in ways that result in increased connectivity to our valued member-owners.

In that vein, Blackfool seeks to engage the Tribes in dialogue on the areas discussed below as required
by the FCC. The main deliverable of this engagement process is a doci it that ack ledges the
Tribes’ recommendations for each of these areas and the items Blackfoot is able to implement. Any
remaining recommendations will be retained for discussion in subsequent years to the extent deemed
feasible by the Tribes and Blackfoot. To ensure that the engagement process effectively and accurately
encompasses the needs of the Tribes, both Blackfoot and the Tribes must designate representatives
with decision making power to participate in this process, As Blackfoot's Vice President of Product
Management and Chief Technology Officer, | am serving as the primary contact for the Tribes for
strategic technology planning, and Joel Block, our VP of Customer Operations and Marketing, will take
paint for marketing and customer service strategies.

* WC Docket No. 10-90, FCC 11-161, "Transformation Order”, released November 18, 2011, 1 604. “ETCs serving
Tribal lands must include in their reports documents or information demaonstrating that they have meaningfully
engaged Tribal gover in their supported areas.”

1221 North Russell Street, Missoula, MT 59808 406-541.5000 main wrw_blockioot com
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Needs Assessment and Deployment Planning
Blackfoot requests that the Tribes provide a needs for anchor institutions and Tribal

bers. Anchor institutions are generally hospitals, medical facilities, schools or tribal agencies.
Based on that needs assessment, Blackfoot will begin deployment planning discussions with the Tribes.

Feasibility Planning

If Blackfoot is unable to deploy services identified by the Tribes using existing facilities, Blackfoot will
develop a feasibility plan working towards deployment of services to anchor institutions and Tribal
members as identified by the needs assessment. The goal of the resulting plan will be to evaluate
deployment of services in a practical and timely manner where the stated needs are reasonably feasible
or may be retained for future consideration.

Sustainabllity Planning

Improving the connectivity of a community is no simple task. It takes long-term strategies and policy
making to sustain changes In communications systems and the necessary community and organizational
infrastructure to carry out those policies. A comprehensive plan for sustaining the Tribes’
communication connectivity efforts can help it manage internal and external challenges. Blackfoot will
work with the Tribes to develop a sustainability plan.

Culturally Sensitive Marketing

Blackfoot requests that the Tribes and Blackfoot engage in exploring ways in which to coordinate and
partner to ensure that services are marketed in a manner that will relate directly to the community,
resonate with consumers, and stimulate increased adoption of services on Tribal lands.

Rights-of-Way, Land Use, Facilities Siting, Environmental and Cultural Preservation Review &
Processes

Blackfoot requests that the Tribes and Blackfoot review the various permitting processes and
requirementson Tribal lands. This will enable Blackfoot to ensure that it is compliant with all Tribal
permitting requirements.

Business and Licensing Compliance

Blackfoot understands that as a sovereign nation, Tribal governments have the authority to impose
Tribal business and licensing requirements on all entities doing business on their lands. Blackfoot
requests that the Tribes and Blackfoot review any relevant business and licensing requirements to
ensure Blackfoot's compliance.



Timing

Pursuant to the FCC's rules, the 2012 engagement must be completed no later than December 31, 2012.
Blackfoot must then certify with the FCC and the Confederated Salish and Kootenai Tribes by July 1,
2013, indicating that it undertook the steps outlined above to meaningfully communicate with the
Tribes. This engagement letter and companion attachments are intended to document this process and
memarialize any resulting agreements or plans,

As valuable member-owners of the cooperative, we look forward to working with the Tribes to ensure

we are doing everything technically feasible to provide communications services to the Tribes. We will
be following up this letter with a call to you in the next few weeks so we can begin discussing this very

important initative.

@«Mr—__

David Martin loel Block
VP - Product Mgmt. and Chief Technology Officer VP = Customer Operations and Marketing
Blackfoot Telephone Cooperative, Inc. Blackfoot Telephone Cooperative, Inc.
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March 2, 2013

Attached you will find in PDF format (with printing capabilities only) the financial statements as of
December 31, 2012. You should not alter the language or financial information included in the
document.

Any reproduction of the financial statements must be in their entirety, including our accompanying
reports. You may not include the financial statements and our report in an annual report, offering
memorandum, or similar document without our review and approval.

You must have version 8 or later of Acrobat Reader to open the attached financial statements, then
double-click in the zrea below. Your opening of this attachment indicates your understanding and
acceptance of these conditions,

Please do not hesitate to contact me if you have any questions.

MOSS ADAMS LLP

Wy Cnshar—

Camille Christiansen, Senior Manager

Attachment
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REPORT OF INDEPENDENT AUDITORS

Board of Trustees
Blackioot Telephone Cooperative, Inc.

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Blackfoot Telephone
Cooperative, Inc. (Conperative) and its subsidiaries, which comprise the consolidated balance sheets as
of December 31, 2012 and 2011, and the related consolidated statements of operations, comprehensive
income, members’ equity, and cash flows for the years then ended, and the related notes to the financial

statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated [inancial
statements in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate for the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriatencss of accounting policies used and the
reasonableness ol significant accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial statements.



REPORT OF INDEPENDENT AUDITORS
(continued)

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Blackfoot Telephone Cooperative, Inc. and its subsidiaries as of
December 31, 2012 and 2011, and the results of their operations and their cash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

Report on Other Legal and Regulatory Requirements

In accordance with Government Auditing Standards, we have also issued our report dated February 28,
2013, on our consideration of the Cooperative’s internal control aver financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

Wogo o X

Spokane, Washington
February 28, 2013



BLACKFOOT TELEPHONE COOPERATIVE, INC.

CONSOLIDATED BALANCE SHEETS

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Restricted cash
Subseriber receivables
Settlement and access accounts receivable
Other accounts receivable
Material and supplies
Other current assets

Total current assets

NONCURRENT ASSETS
Investment in nonaffiliates
Investments in certificates of deposits
Available for sale securities
Goodwill
Intangible assets

PROPERTY, PLANT, AND EQUIPMENT
Regulated telecommunications plant in service
Regulated telecommunications plant under construction
Nonregulated plant in service
Nonregulated plant under construction

Less accumulated depreciation and amortization

December 31,

2012 2011
$ 11,356,590 § 5435988
552,127 223,671
1,892,552 1,880,609
1,292,207 1,247,520
435,623 171,214
379,260 539,219
427,797 449,076
16,336,156 9,947,297
2,195,184 2,219,762
2,050,001 2,300,000
4,732,305 7,881,250
836,972 -
1,816,010 1,564,466
11,630,472 13,965,478
112,822,481 110,063,371
103,193 256,118
13,330,077 12,466,716
125,037 197,705
126,380,788 122,983,910
78,579,914 72,652,423
47,800,874 50,331,487
$ 75,767,502 $ 74,244,262




BLACKFOOT TELEPHONE COOPERATIVE, INC.

CONSOLIDATED BALANCE SHEETS

LIABILITIES AND MEMBERS' EQUITY

CURRENT LIABILITIES
Accounts payable
Advance billing and customer deposits
Current maturities of long-term debt
Other accrued taxes
Other accrued liabilities
Accrued interest payable
Income taxes payable

Total current liabilities

LONG-TERM DEBT, net of current portion

OTHER DEFERRED CREDITS
Other deferred credits
Deferred income tax

Total other deferred credits

MEMBERS' EQUITY
Memberships and other capital
Accumulated other comprehensive income (loss)

Total members' equity

See accon I}lr’!ﬂ_\f’lll}.; notes.

December 31,

2012 2011
$ 1,511,996 $ 1,602,572
1,810,578 1,794,128
3,061,233 3,007,380
431,332 439,216
2,624,641 2,161,893
65,630 78,879
4,303 8,904
9,509,713 9,092,972
16,419,056 18,641,698
3,241,808 2,919,911
85,616 127,934
3,327,424 3,047,845
46,811,732 43,231,750
(300,423) 229,997
46,511,309 43,461,747
$ 75,767,502 § 74,244,262




BLACKFOOT TELEPHONE COOPERATIVE, INC.
CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31,

2012 2011
Operating revenues
Local $ 8,126,148 $ 8,488,275
Interstate 11,502,298 11,351,174
Intrastate 1,224,018 1,607,156
Long distance 1,385,135 1,437,232
Customer premise equipment (CPE) 200,904 261,601
Data services 7,004,579 6,195,794
Security 139,642 121,905
Telesphere 2,200,145 1,880,818
Miscellaneous 2,000,693 1,485,627
Uncollectible revenue (46,314) 143,706
33,737,248 32,973,288
Operating Expenses
Plant specific operations 6,141,414 5,841,284
Plant nonspecific operations 2,305,783 2,319,990
Cost of goods sold - Telesphere 1,074,222 1,112,292
Cost of goods sold - Data 2,051,137 1,683,985
Cost of goods sold - Security 142,085 179,649
Cost of goods sold - CPE 118,532 177,961
Depreciation and amortization 7,257,622 7,062,769
Customer operations 4,017,883 3,899,430
Corporate operations 4,685,876 4,285,890
Other operating taxes 877,043 1,020,020
28,671,597 27,583,270
Operating margins 5,065,651 5,390,018
Nonoperating income (expense)
Interest and dividend income 338,611 389,257
Loss on sale, disposal, and impairment of assets (74,448) (26,110)
Interest expense (820,306) (935.619]
Allowance for funds used during construction 3,597 41,088
Other nonoperating expense 723,169 87,105
170,623 (444,279)
Margins before income taxes 5,236,274 4,945,739
Income tax benefit (expense) 120,375 (24.073)
Net margins $ 5,356,649 % 4,921,666

5 See accompanving notes,




BLACKFOOT TELEPHONE COOPERATIVE, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Net margins

Other comprehensive income (loss) before tax
Defined benefit postretirement benefit plans
Amortization of transition obligation and net loss
included in net periodic benefit cost
Net loss arising during period

Unrealized gains on securities
Reclassification adjustment for gains included in
net margins
Unrealized holding gains arising during period

Other comprehensive loss

Comprehensive income

See accompanying notes,

Years Ended December 31,

2012 2011

$ 5356649  $ 4,921,666
27,162 23,846
(63,759) (184,117)
(36,597) (160,271)
(772.635) (25,983)
278,812 69,013
(493,823) 43,030
(530,420) (117,241]

$ 4,826,229 $ 4,804,425




BLACKFOOT TELEPHONE COOPERATIVE, INC.
CONSOLIDATED STATEMENTS OF MEMBERS' EQUITY

Balanee, December 31,2010
Net loss for 2011
Patronage capital vetired
Donared eyuity
Other

Educational services and
software donations

Assigned marging

Change in unrealized gains on
securities available for sale

Reclassification of realized gains

Amor of '
Inftial obligation and loss
included in current year expense

Postretirement benefit
adjustment

Balance, December 31,2011
Net margins for 2012
Patranage capital retired
Donated equity
Other

Educational services and
software donations

Assigned margins

Change bn unrealized gaing on
socurities available for sale

Reclassifieation of realized guns

ol unrecog
imitial obligation and losses
mchaded mocnrment year expensa

A
Amor

Postretiremens bencfit
addjustiment

Balance, December 31, 2052

Memberships Avewmmlated Other
andd Other Margims Permanent Comprehensive
Capital Assignable Margins Assigned Capital Income (Loss) Tatal
$§ 455556 % (2507.732) $ 32977662 $ 95806 0§ 347,230 § 40853440
- 4921666 - 4921660
- (3.751,315) 1,944,205 - (1,807,110
2543962 (2.549,130) . . (5.1068)
. - {259,347) . (259,347)
(124.493) - - (124.493)
2507732 4 (2.507,732) 5 -
= - 69013 69,013
(25,983) (25.983)
- - . 23,846 21846
. = = (184.117) {1B4.117)
2875025 4.921,666 26417870 9,017,189 229997 43461,747
. 5.356.649 - 5,356,649
. - (1.574.713) /0,821 - (1.493,892)
195,840 . (215.014) . - (19.174)
- 3081 (56,134) 35274 (17,799)
(245802) - - {245.802)
. [4.921,666) 22391 2,509,275 - -
- - - . 178,812 ramz
= (772.635) (772.635)
- - 27,162 27,162
- G (63.759) (63.754)
$ LHISULY $ 5359710 5 26,984 400 $ 1LMLSSY 4 [00428) § 6,51 1309
e

See accompanying notes.




BLACKFOOT TELEPHONE COOPERATIVE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,
2012 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Net margins $ 5,356,649 $ 4,921,666
Adjustments to reconcile net margins to net cash
from operating activities

Depreciation and amortization 6,202,341 6,082,077
Nonregulated depreciation and amortization 1,055,281 980,692
Amortization 38,456 101,153
Noncash patronage distributions (91,018) (46,765)
Realized loss on sale of securities (772,635) :
Loss on asset disposal, net (74,448) (26,110]
Deferred income taxes (42,318) (49,912)
Allowance for funds used during construction 3,597 41,088
Change in assets and liabilities
Restricted cash (328,458) (18,100]
Receivables (338,838) (470,143]
Material and supplies 159,959 (11,734)
Deferred charges - 8,713
Other assets 21,279 95,677
Accounts payable (90,576) 74,082
Advance billings and customer deposits 16,450 63,648
Other accrued liabilities 441,615 215,682
Income taxes (4,601) 13,118
Deferred credits 285,300 140,533
Net cash from operating activities 11,838,037 12,115,365

CASH FLOWS FROM INVESTING ACTIVITIES

Net acquisition of nonregulated equipment (1,075,402) (1,237,405]
Net acquisition of property, plant, and equipment (3,580,756) (3,660,313]
Net acquisition of intangible assets and goodwill (1,126,972) -
Proceeds from sale of investments 10,415,062 207,014
Purchase of investments (6,884,909) (1,930,131)
Purchase of certificates ol deposit - (2,300,000)
Proceeds from sale of certificates of deposit 249,999 780,000
Issuance of note receivable - (144,000]
Collections on loans 13,200 -

Net cash from investing activities (1,989,778) (8,284,835]




BLACKFOOT TELEPHONE COOPERATIVE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM FINANCING ACTIVITIES

Principal payments

Proceeds from long term debt

Patronage capital retired

Donated capital

Net cash from financing activities

NET CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS at beginning of year
CASH AND CASH EQUIVALENTS at end of year
SUPPLEMENTAL DISCLOSURE OF CASH FLOWS

INFORMATION

Cash paid during the year for

Interest
Income taxes

SUPPLEMENTAL SCHEDULE OF NONCASH
INVESTING AND FINANCING ACTIVITIES

Postretirement benefit adjustment

Unrealized gain on available for sale securities

Years Ended December 31,

2012

2011

$ (3,020,303)

$(2,984,156)

851,514 144,000
(1,493,892) (1,807,110)
(264,976) (129,661)
(3,927,657) (4,776,927)
5,920,602 (946,397)
5,435,988 6,382,385
$ 11,356,590 $ 5435988
§ 863,963 $ 927,773
$ 49,662 $ 61,271
$  (36597) _$ (160,271)
§ 278812 $ 69,013

See accompanying notes




BLACKFOOT TELEPHONE COOPERATIVE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies

Description of entity - Blackfoot Telephone Cooperative, Inc. (Cooperative) provides local telephone
exchange and long distance services to customers in western Montana. The Cooperative's subsidiaries
provide switching services, long distance service and competitive local exchange carrier (CLEC) service,
Internet service, retail sales of telephone systems, and equipment to customers throughout western
Montana. Programming, sales, and support of computer software are offered to customers throughout
the United States.

Principles of consolidation - Blackfoot Telephone Cooperative, Inc., the parent corporation, owns
100% of BTC Holdings, Inc. BTC Holdings, Inc. owns two subsidiaries: Blackfoot Communications, Inc.
and Telesphere Software, Inc. The subsidiaries are included in the accompanying consolidated financial
statements. All material intercompany balances and transactions have been eliminated in consolidation.

Accounting policies - The financial statements of the Cooperative have been prepared in conformity
with accounting principles generally accepted in the United States of America applicable to regulated
public utilities. Such accounting principles are consistent, in all material respects, with accounting
prescribed by the Federal Communications Commission (FCC).

Accounting estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenue and
expenses during the reporting period. Actual results could differ from those estimates. Significant
estimates include depreciation expense, liability for incurred but not reported claims under the self-
insurance plan, valuation of goodwill and intangible assets, and interstate access revenue settlements,

Cash equivalents - For purposes of the statements of cash flows, the Cooperative considers all highly
liquid investments with an original maturity of three months or less when purchased to be cash
equivalents.

Certificates of deposit - The certificates of deposit are recorded at face value and mature within two to
four years.

Concentration of risk - At various times throughout the year, the cash balances deposited in local
institutions exceed federally insured limits. The Cooperative minimizes this risk by utilizing numerous

financial institutions for deposits of cash funds,

The Cooperative received $6.8 million and $8.3 million, or 20% and 25% of its revenue [rom the Federal
Universal Service Fund for the years ended December 31, 2012 and 2011, respectively.

]




BLACKFOOT TELEPHONE COOPERATIVE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies (Continued)

Valuation of accounts receivable - Accounts receivable are stated at the amount management expects
to collect on outstanding balances. The Cooperative reviews the collectability of accounts receivable
annually based upon an analysis of outstanding receivables, historical collection information, and
existing economic conditions. Receivables from subscribers are due 30 days after issuance of the
subscriber bill. Receivables from other exchange carriers are typically outstanding 30 days before
payment is received. Delinquent accounts are charged to uncollectible expense when it is determined
the accounts will not be collected. Due to the immaterial nature of the Cooperative's uncollectible
accounts, an allowance for uncollectible accounts is not deemed necessary and the result of this method
does not materially differ from accounting principles generally accepted in the United States of America.

Material and supplies - Material and supplies are stated at the lower of average cost or market.
Investment securities - The Cooperative’s policy for investment securities is as follows:

Trading securities - Trading securities consist of debt and equity securities that are bought
and held principally for the purpose of selling in the near term and are reported at fair value,
with unrealized gains and losses included in earnings. The Cooperative did not hold any trading
securities during 2012 and 2011.

Securities held to maturity - Debt securities, for which the Cooperative has the positive intent
and ability to hold to maturity, are classified as held to maturity. Held to maturity securities are
stated at amortized cost. The Cooperative did not hold any held to maturity securities during
2012 and 2011,

Securities available for sale - Securities not classified as held to maturity or trading are
classified as available for sale. Available for sale securities are stated at fair value, with any
unrealized gains and losses reported as a separate component of members' equity,

Property, plant, and equipment - Property, plant, and equipment are stated at cost. Regulated plant
includes assets that are jointly used for regulated and nonregulated activities. The cost of additions and
substantial betterments of property, plant, and equipment is capitalized. The cost of maintenance and
repairs is charged to operating expenses. The Cooperative records as income and capitalizes as a cost of
construction the cost of financing large construction projects spanning a period greater than two
months. The Cooperative uses a weighted-average interest rate based on total Cooperative long-term
debt.

11




BLACKFOOT TELEPHONE COOPERATIVE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies (continued)

Property, plant, and equipment (continued) - Property, plant, and equipment are depreciated using
the straight-line method over their estimated useful lives. In accordance with composite group
depreciation methodology, when a portion of the Cooperative's regulated depreciable property, plant,
and equipment is retired in the ordinary course of business, the asset’s original cost is charged to
accumulated depreciation. When a portion of the Cooperative’s nonregulated property, plant, and
equipment is retired, a gain or loss on disposal is recorded.

Income tax status - In 2012, the Cooperative qualifies as a tax exempt entity because more than 85% of
gross revenues are from Cooperative members. The Cooperative is also exempt for state income tax
purposes. In 2011, the Cooperative was taxable for federal income tax purposes. Taxes are computed
on operating income from activities unrelated to the Cooperative’s exempt purpose. Margins earned
from patronage sources and allocated as capital credits are not taxable.

The Cooperative’s subsidiaries are taxable for both federal and state income tax purposes and file
consolidated federal and state tax returns.

Deferred taxes are provided on a liability method whereby deferred tax liabilities are recognized for
deductible temporary differences and deferred tax assets are recognized for taxable temporary
differences. Temporary differences are the differences between the reported amounts of assets and
liabilities and their tax basis. Deferred tax assets relate mainly to net operating loss and alternative
minimum tax carry forwards. Deferred tax liabilities relate primarily to the use of accelerated
depreciation methods for tax purposes. Deferred tax assets are reduced by a valuation allowance wher,
in the opinion of management, it is more likely than not some portion or all of the deferred tax will not
be realized.

The Cooperative has accounted for uncertain tax positions whereby the effect of the uncertainty would
be recorded if the likelihood the position will be sustained upon examination is less than 50%. As of
December 31, 2012 and 2011, the Cooperative had no accrued amounts related to uncertain tax
positions. Interest and penalties, if any, are recorded as interest expense and other expense,
respectively. The Cooperative is no longer subject to US. federal or state and local income tax
examinations by tax authorities for years before 2009.

Members’ equity - The Cooperative assigns patronage margins annually to its patrons based on the
bylaws of the Cooperative and related board policies. Total patronage margins are computed on a book
basis and consist of consolidated margins less nonoperating income. The allocation is made to individual
patrons based on the amount of Cooperative services billed to each member for that year. The
assignment to patron accounts is made in the subsequent year. Permanent equity is not assigned to
members and consists primarily of nonoperating margins and strategic construction acquisition
reserves.




BLACKFOOT TELEPHONE COOPERATIVE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies (continued)

Members' equity (continued) - A portion of the total assigned patronage capital is distributed to
members as a general retirement each year. The total amount retired and the amount to be applied to
each vintage year is determined by the Board of Trustees. All assigned margins prior to 1989 have been
retired. Additionally, the Board approves early retirement requests from the estates of deceased patrons
and defunct businesses. Early retirements for estates are discounted at 5%. The Cooperative also has a
policy to retire capital credit accounts early to settle customer bad debts and to retire inactive accounts
with a balance of less than $100.

In 2011, Blackfoot Telephone Cooperative, Inc. implemented a program, which offered its members who
had been inactive for more than three years the opportunity to redeem their account balances at a
discount of 80%. The program ran from July 15, 2011, to August 31, 2011, for patrons electing to
redeem their capital credits. As a result of the program, the Cooperative retired $2,329,287 of its
allocated capital credits, resulting in a cash payout to patrons of $465,857. The remaining $1,863,429
was recorded to permanent capital.

Comprehensive income - Comprehensive income is defined as the change in equity of a business
during a period as a result of net margins and other gains and losses affecting equity that, under
accounting principles generally accepted in the United States of America, are excluded from net margins.
Unrealized gains and losses on investments available for sale and unrecognized actuarial adjustments on
postretirement benefit obligations are the items included in other comprehensive income (loss).

Revenue recognition - Monthly service fees derived from local wireline and Internet are billed one
month in advance, but recognized in the month that service is provided.

Usage sensitive revenues such as access (revenues earned for originating/terminating long distance
calls), and long distance are generally billed as a per-minute charge. Although these revenues are billed
in arrears, an estimate of unbilled revenues is accrued in the month service is provided.

Interstate access revenues also include settlements based on the Cooperative's participation in the
revenue pools administered by the National Exchange Carrier Association (NECA). Settlement revenues
are determined by annually prepared separations and interstate access cost studies. These studies are
prepared subsequent to year end and therefore, the related revenues are recorded on the books based
on an estimate of NECA pool earnings and on other assumptions related to information utilized in the
preparation of the Cooperative’s cost study. Revenues for the current year are based on estimates prior
to the submission of the cost study reporting actual results of operations. The studies are subject to a
24-month pool adjustment period by NECA. There was an insignificant revenue impact in 2012 and
2011 for adjustments related to prior year differences between the recorded estimates and actual
revenues, Management does not anticipate significant adjustments to recorded revenues for the years
ended December 31,2012 or 2011, in future years.




BLACKFOOT TELEPHONE COOPERATIVE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies (continued)

Revenue recognition (continued) - Revenues derived from Telesphere software maintenance
contracts are billed in advance but recognized in the month service is provided. Revenues related to the
Telesphere service bureau are generally billed as a per message charge in arrears and recognized the
month service is provided.

Data services revenues are derived from the provision of customer access to the public Internet,
excluding revenues attributable to digital subscriber line [DSL) transport (line costs between the
customer and the Cooperative's equipment that routes Internet traffic).

The Cooperative’s wireline universal service support revenue is intended to compensate the
Cooperative for the high cost of providing rural telephone service. Universal service support revenue
includes funds received for high cost loop support, local switching support (prior to July 1, 2012),
interstate common line support, Connect America Fund (CAF) and other miscellaneous programs. High
cost loop support and interstate common line support are based on the Cooperative's current relative
level of operating expense and plant investment. Support from the CAF is based on a historical frozen
amount related to 2011 investment and expenses associated with the switching function and certain
2011 intrastate access revenues, which together make up the CAF base. The CAF base will be reduced
by 5% each year in determining CAF support.

Regulation - The Cooperative’s services are subject to rate regulation as follows:

* Interstate access revenues are regulated by the FCC through its regulation of rates and settlements
procedures as administered by NECA.

s Universal Service revenues are administered by Universal Service Administration Company (USAC),
based on rules established by the FCC.

Other sources of revenues are not rate regulated, and include local wireline, intrastate access revenues,
data, long distance, equipment sales, directory, rents, billing, and other incidental services.

Nonregulated expenses and nonregulated plant are directly attributable to these nonregulated services:
data, billing, and miscellaneous revenues.

All other operating expenses and telecommunications plant are related primarily to wireline revenues.
However, some of these costs jointly relate to regulated and nonregulated services. For interstate access
settlements, universal service support, rate case and other regulatory purposes, the portion of these
common costs related to nonregulated activities are removed in accordance with Part 64 of the FCC
rules in order to ensure that regulated revenues are based on costs of providing regulated services,




BLACKFOOT TELEPHONE COOPERATIVE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies (continued)

Regulation (continued) - In October 2011, the FCC issued an order reforming Intercarrier
Compensation and Universal Service Funding (USF) mechanisms and issued a Further Notice of
Proposed Rulemaking (FNPRM) on long-term USF reform, transition timing, and implementation. The
majority of the impacts of these regulations began on July 1, 2012.

Major provisions of the order and FNPRM include:

= Limitations on the amount of support received per line

= Limitations on capital expenditures and operating expenses recoverable from the USF

* Benchmarks for minimum local rates charged to end users by recipients of support

* The establishment of the Access Recovery Charge billed to end users

* The phase out of local switching support and the establishment of the CAF, a new funding
mechanism for investment and expenses related to the switching function

# The structured reduction of carrier access rates charged by the Cooperative to other carriers
using its network to complete long distance calls

Management is monitoring the impacts of the reform on an on-going basis,

Software development costs - The Cooperative’s subsidiary capitalizes the direct costs associated with
the development of software products when they meet the established criteria. Otherwise, costs
associated with the development of a detailed program design and/or working model, those incurred
after product release, and research and development performed under contract, are charged to
operations.

Advertising expenses - The Cooperative expenses advertising costs as incurred. Advertising expenses
during the years ended December 31, 2012 and 2011, were $456,173 and $391,916, respectively.

Fair value measurements - Fair value represents the price that would be received to sell an asset or
transfer a liability in an orderly transaction between market participants at the measurement date. The
Cooperative follows a fair value hierarchy, which requires an entity to maximize the use of observable
inputs and minimize the use of unobservable inputs when measuring fair value. The following are the
three levels of inputs that may be used to measure fair value:

Level 1 Quoted prices in active markets for identical assets or liabilities.

Level 2 Observable inputs other than Level 1 prices, such as quoted prices for similar
assets or liabilities; quoted prices in markets that are not active; or other inputs
that are observable or can be corroborated by observable market data for
substantially the full term of the assets.

Level 3 Unobservable inputs that are supported by little or no market activity and that
are significant to the fair value of the assets or liabilities.




BLACKFOOT TELEPHONE COOPERATIVE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies (continued)

Fair value measurements (continued) - The fair value measurement guidance is applicable to the
Cooperative in the following areas:

* Available for sale securities (Note 3)
¢ Goodwill and indefinite-lived intangible assets impairment testing (Note 4)

Taxes imposed by governmental authorities - The Cooperative is subject to taxes assessed by
various governmental authorities on many different types of revenue transactions with its customers.
These specific taxes are charged to and collected from the Cooperative’s customers and subsequently
remitted to the appropriate taxing authority. The taxes are accounted for on a net basis and excluded
from revenues.

Subsequent events - Subsequent events are events or transactions that occur after the balance sheet
date but before the financial statements are available to be issued. The Cooperative recognizes in the
financial statements the effects of all subsequent events that provide additional evidence about
conditions that existed at the date of the balance sheet, including the estimates inherent in the process of
preparing the financial statements. The Cooperative's financial statements do not recognize subsequent
events that provide evidence about conditions that did not exist at the date of the balance sheet but
arose after the balance sheet date and before the financial statements are available to be issued.

The Cooperative has evaluated subsequent events through February 28, 2013, which is the date the
financial statements are available to be issued.

Note 2 - Investments in Nonaffiliated Organizations

Investments in nonaffiliated organizations consist primarily of assigned patronage from other
cooperatives accounted for on the equity method and nonmarketable stock of telephone industry
corporations. Investments in nonaffiliated organizations are carried at cost as the investments do not
have readily determinable fair values, and consist of the following:

2012 2011
National Bank for Cooperatives (CoBank) stock $ 690,079 $ 701,539
Patronage capital in other cooperatives 10,664 10,582
Vision Net 855,604 855,604
Rural Economic Development loans 130,800 144,000
Rural Telephone Finance Cooperative capital certificates 483,726 483,726
Other 24,311 24,311

$ 2,195,184 $ 2,219,762




BLACKFOOT TELEPHONE COOPERATIVE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 2 - Investments in Nonaffiliated Organizations (continued)

Vision Net, Inc. provides advanced voice, data, and video services and is owned by Montana's
independent telephone companies allowing them to interconnect a digital fiber network serving urban
and rural communities throughout the state. The investment is maintained on the cost method of
accounting.

Note 3 - Available for Sale Securities

The following is a summary of the Cooperative’s investment in available for sale securities:

December 31, 2012
Gross
Carrying Unrealized
Amount Gain Fair Value
Mutual funds $ 4,713,833 $ 18,472 $ 4,732,305
December 31, 2011
Mutual funds $ 7,405,899 $ 475351 $ 7,881,250

Shares of mutual funds are valued using the quoted net asset value of shares held by the Cooperative at
the end of the year and are classified within Level 1 of the valuation hierarchy.

Note 4 - Intangible Assets and Goodwill

Goodwill and intangible assets deemed to have indefinite lives are subject to annual impairment tests.
Other intangible assets are amortized over their useful lives.

Nonamortizable intangible assets consist of investments in wireless operating licenses issued by the FCC
and Internet domain names. The FCC licenses are scheduled to expire in 2022 but are expected to be
renewed. All licenses and domain names have been deemed by management to have indefinite lives.
Management has determined the [air value of the licenses and domain names exceeds their carrying
value and no impairment loss was recorded as of December 31, 2012.

Amortizable intangible assets consist of customer listings. The lists are being amortized between five
and ten years to nonoperating expense using the straight-line method.
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BLACKFOOT TELEPHONE COOPERATIVE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 4 - Intangible Assets and Goodwill (continued)

The following table provides the gross carrying value and accumulated amortization for each major class
of intangible asset as of December 31, 2012 and 2011:

Gross
Carrying Accumulated 2012 Net 2011 Net
Amount Amortization Balance Balance
Nonamortizable intangible assets
Wireless licenses $ 1528300 § - §$ 1528300 §$ 1,528,300
Internet domain names 23,389 - 23,389 23,389
1,551,689 - 1,551,689 1,551,689
Amortizable intangible assets
Customer list 770,186 (511,945) 258,241 6,337
Software 806,619 (800,539) 6,080 6,440
1,576,805 (1,312,484) 264,321 12,777

$ 3128494 $(1,312484) § 1816010 § 1,564,466

Total amortization expense for the years ended December 31, 2012 and 2011, was $38,456 and
$102,953, respectively.

The estimated amortization expense for each of the next five years is $29,000.

Goodwill of $836,972 represents the cost of Modwest, Inc. assets in excess of the fair value of various
assets and liabilities acquired in 2012. See Note 11 for additional information on the acquisition.
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Note 5 - Property, Plant, and Equipment

Property, plant, and equipment balances, together with accumulated depreciation and amortization,
consist of the following at December 31, 2012 and 2011:

Accumulated

Depreciable Depreciation/ 2012 Net 2011 Net
Life Plant Account Amortization Balance Balance
Regulated:
General support assets 5 - 35 years $ 16690491 § 9355127 § 7335364 $ 7469281
Central office assets 7 - 10 years 22,786,883 17,615,530 5,171,353 6,557,893
Cable and wire facilities assets 7 - 25 years 70,189,422 41,805,161 28,384,261 29,125,552
Intangibles 3 -5 years 3,155,685 1,431,549 1,724,136 1,829,770
Plant under construction n/a 103,193 103,193 256,118
112,925,674 70,207,367 42,718,307 45,238,614
Nonregulated:
General support assets 3 - 6years 1,449,716 994,462 455,254 221,207
Central office assets 8- 10 years 6902582 4,911,554 1,991,028 2,129,215
Cable and wire facilities 20 years 3,830,734 1,613,191 2,217543 2217376
Internet 3 years 1,147,045 053,340 293,705 327,370
Plant under construction nfa 125,037 - 125,037 197,705
13,455,114 8,372,547 5,082,567 5,092,873

$ 126,380,788 § 78579914 § 47,800,874 § 50,331,487
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Note 6 - Long-Term Debt

Long-term debt is as follows as of December 31:

Maturity
Interest Rates Dates 2012 2011
Rural Utilities Services (RUS),
fixed 0.14%-5.49% 2013-2023 $ 10,886,079 $ 11,281,684
National Bank of Cooperatives
(CoBank), variable 1.45-1.46% 2015-2018 4,862,350 6,023,394
National Bank of Cocperatives
(CoBank), fixed 5.40% 2018 3,600,000 4,200,000
RUS Economic Development
loan, fixed 0.00% 2020 131,860 144,000
19,480,289 21,649,078
Less current portion 3,061,233 3.007.380

$ 16,419,056

$ 18,641,698

All assets of the Cooperative are pledged as security for the long-term debt. The terms of the mortgage
agreements contain restrictions requiring the maintenance of defined ratios for times interest earned,
operating cash flows, debt service coverage, equity to total assets, and limitation on additional debt and
dividend distributions.

Maturities of long-term debt obligations for the five years following December 31, 2012, are as follows:

2013 $ 3,061,233
2014 2,988,729
2015 2,567,947
2016 2,487 876
2017 2,023,279
Later years 6,351,225

$ 19,480,289

AL December 31, 2012, the Cooperative had unadvanced authorized loan funds from RUS in the amount
of $20,147,856.

The Cooperative has a line of credit agreement in the amount of $1,000,000 with First Valley Bank. As ol
December 31, 2012, there is no outstanding balance on this line of credir.
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Note 7 - Self Insurance

In April 2004, the Cooperative implemented the Blackfoot Telephone Cooperative, Inc. Health Benefit
Plan (Plan), a self-funded group health program providing medical, vision, and dental coverage for its
active and retired employees and directors. The Cooperative contracts with a third-party to act as claims
administrator. Funding for benefits is derived from the employer and employee contributions. The
Cooperative limits its potential losses through insurance policies with stop-loss carriers. For the years
ending December 31, 2012 and 2011, the Cooperative paid $1,794,529 and $2,032,943, respectively, in
Plan expenses. Management has set aside $552,127 and $223,671 in a cash account at December 31,
2012 and 2011, respectively, for the sole purpose of funding self insurance claims.

Note 8 - Income Taxes

Components of the provision for income tax benefit (expense):

2012 2011
Current
Federal £ (40,747) $§ (73,835
State (150) (150)
Deferred
Federal and state (135,633) (816,067
Change in valuation allowance 296,905 865,979

$ 120375 $ (24073

This income tax benefit (expense) is reflected in the statements of income as follows:

2012 2011
Nonregulated $ 112942 $ 49761
Nonoperating 3,117 (73,834)

$ 116,059 $  (24,073)

The provision for income taxes differs from the amount computed by applying the current statutory
federal income tax rate to earnings before taxes due to the effect of the patronage exclusion of the
Cooperative, nondeductible items, the change in valuation allowance, and prior year over or under
accruals. Additionally, due to the patronage exclusion, no deterred tax provision is recognized for the
defined postretirement benefit plan and available for sale securities included in other comprehensive
income (loss).
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Note 8 - Income Taxes (continued)

The components of the net deferred tax liability recorded in the accompanying balance sheets at
December 31 are:

2012 2011
Deferred tax assets
Contribution carryforward $ 5,868 $ 5,868
Deferred revenue 20,746 13,720
Allowance for bad debts 339 9,081
Net operating loss carryforwards 735,031 998,734
Alternative minimum tax eredit carryforward 802,585 833,184
Accrued warranty 35,815 2,100
Other 90,843 29,416
1,691,227 1,892,103
Less valuation allowance (1,546,471) (1,843,376)
144,756 48,727
Deferred tax liabilities
Tax depreciation and amortization greater than book (230,372) (176,661)
Net deferred income tax § [B5616) $ (127,934

The subsidiaries have a federal and state net operating loss carryforward of approximately $2,100,000
and $1,500,000, respectively. The federal net operating losses expire in varying amounts between 2024
and 2027. The state net operating losses expire in varying amounts between 2013 and 2017. The
subsidiaries have AMT credits of $33,023. The credits can be carried forward until utilized.

The Cooperative has AMT credits of approximately $770,000 that can be utilized if the Cooperative is
taxable due to failing the 85% test.

The net change in the deferred tax asset valuation allowance in 2012 was a decrease of $296,905.
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Note 9 - Deferred Credits

The amounts recorded as deferred credits at December 31 are as follows:

2012 2011
Postretirement health care plan liability, long-term portion $ 860,525 §  B26,736
Right of use service obligation 800,714 559,892
Unclaimed capital credits 146,090 128,439
Deferred revenue 29,635 -
Accrued sick leave, long-term portion 1,404,844 1,404,844

$ 3,241,808 $ 2,919,911

During 2010 and 2012, the Cooperative granted a 20-year fiber indefeasible right of use (IRU)
agreement to another carrier. The revenue from the prepaid IRUs in the amount of $645,000 and
$290,000 will be deferred and amortized on the straight-line basis over the life of the contracts.

Note 10 - Retirement Plans

The Cooperative provides three retirement benefit plans (Plans) for all full-time and part-time
employees electing coverage. These Plans include a defined benefit pension plan, a defined contribution
savings plan, and a postretirement health care plan.

Postretirement benefits - The postretirement health care plan is a defined postretirement benefit plan
sponsored by the Ceoperative for retired employees under the age of 65. Substantially all of the
Cooperative’s employees may become eligible for those benefits if they reach normal retirement age
while working for the Cooperative.

Obligation and funded status - The amount of benefit to be paid depends on a number of future events
incorporated into a formula, including estimates of the average life of employees and average years of
service rendered, and future interest rates. The benefit obligation is the "accumulated benefit
obligation,” which represents the present value of all future benefits attributed to employee service
rendered through the measure date and does not include changes in future compensation.

The Plans’ actuaries measure the accumulated postretirement benefit obligation at October 1 and

estimate the obligation at December 31 hased on projected interest and service costs, amortization, and
benefit payments,
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Note 10 - Retirement Plans (continued)

The following table summarizes the benefit obligations and the funded status of the defined
postretirement health care plan (Plan) over the two-year period ending December 31, 2012:

Other Postretirement Benefits
2012 2011

Estimated accumulated postretirement benefit obligation
at December 31 $ 955,018 § 896,365

Amounts recognized in the balance sheets at December 31 consist of:

Other Postretirement Benefits

2012 2011
Current liabilities $ 94,493 $ 69,629
Noncurrent liabilities 860,525 826,736

$ 955,018 $ 896,365

The Plan is unfunded at December 31, 2012 and 2011.

Amounts included in other comprehensive income (loss) that have not yet been recognized in net
periodic benefit cost at December 31 are listed below:

Other Postretirement Benefits

2012 2011
Transition obligation $ (38618) $ (55782)
Accumulated loss (243,333) (189,572)
Net amount recognized $ (281,951) § (245,354)

The accumulated loss is a result of the accumulated difference between the actuary’s estimates based on
actuarial principles and the Cooperative's actual experience with factors such as future salary increases,
the length of employment, the discount rate for the Plan obligations, and the expected rate of return on
Plan assets.

The unrecognized initial obligation represents the difference between the accumulated benefit

obligation and the fair value of Plan assets as of the date the Cooperative was required to implement
ASC 715 (tormerly FAS 158).
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Note 10 - Retirement Plans (continued)

The estimated net gain and transition obligation that will be amortized from other comprehensive
income (loss) into net periodic benefit cost over the next year is $23,846.

The net periodic benefit cost is the amount recognized in the financial statements as the cost of the Plan
for the year. Components of the net periodic benefit cost are service cost, interest cost, and amortization

of unrecognized gains/losses and initial obligations.

Other Postretirement Benefits

2012 2011
Net periodic benefit cost $ 120,028 $ 112,517
Benefit payments $ 104,688 $ 103,264

Other Plan information - Estimated future benefit payments, which reflect expected future service, as
appropriate, are as follows:

Other
Postretirement
Benefits
2013 $ 94,493
2014 71,933
2015 53.211
2016 35,922
2017 27,979
Years 2018-2022 24,766

The weighted average assumptions used in the measurement of Cooperative's benefit obligation are
shown in the following table at December 31:

Other Postretirement Benefits

2012 2011
Discount rate 5.00% 5.50%
Rate of compensation increase 3.00% 6.00%

For measurement purposes, a 8% annual rate of increase in the per capita cost of covered health care
benefits was assumed for 2012, The rate was assumed to decrease gradually each year to a vate of 5%
for 2016 and remain at that level thereafter.
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Note 10 - Retirement Plans (continued)

Defined benefit plans - Substantially all employees of the Cooperative participate in a multi-employer
pension plan. Employees are eligible to receive an annuity or lump-sum payment at retivement. The
portion of the benefit related to the pension is based on an average of prior years’ compensation. The
Company also participates in the MTA-sponsored defined contribution retirement plan,

The Cooperative makes quarterly contributions to the Plans based on each employee’s compensation,
The employer contributions for 2012 and 2011 were $1,050,927 and $1,062,891, respectively,

The Plan name is Retirement & Security Program for Employees of the National Telecommunications
Cooperative Association and Its Member Systems. The Plan Employer Identification Number is 52
0741336/333. The information provided below is from the Plan’s most recent Form 5500 filing, which
covers the Plan years 2011 and 2010. At the date the financial statements were issued, Form 5500 was
not available for the year ending 2012.

Company Expiration
Contributions Date of Minimum
Pension Protection Act  Greater than 5% Collective- Contributions
Zone Status of Total Plan Rehabilitation ~ Surcharges Bargaining Required
2011 2010 Contributions Plan in Place Imposed greements in the future
At least At least
80% 80%
funded funded No No Yes N/A No

The risks of participating in multi-employer plans are different from single employer plans as follows:
(1) assets contributed to the multi-employer plan by one employer may be used to provide benefits to
employees of other participating employers, (2) if a participating employer stops contributing to the
plan, the unfunded obligations of the plan may be borne by the remaining participating employers, and
(3) if the Cooperative chooses to stop participating in a plan, the Cooperative may be required to pay a
penalty.
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Note 11 - Acquisition

In February 2012, Blackfoot Communications, Inc. (BCI) acquired the stock of Modwest, Inc. (Modwest)
for $1.4 million. Modwest is a Missoula based webhosting and data storage company with over 5,000
customers located throughout the world. The acquisition is expected to expand BCI's existing customer
base and will provide a platform to launch other new products and services. Modwest was subsequently
merged into BCI. The operating results of Modwest from February to December are included in the
accompanying consolidated financial statements. In accordance with accounting standards related to
business combinations, the total purchase price was allocated to the identifiable assets acquired and
liabilities assumed based on their estimated fair values as of the acquisition date. The following table
summarizes the estimated fair values of the assets acquired and liabilities assumed:

Cash $ 26177
Accounts receivable 14,807
Property, plant, and equipment 354,655
Customer list 289,999
Deferred income tax liabilities (122,610)
Goodwill 836,972

8 1400000

Note 12 - Subsequent Events

In January 2013, the Cooperative acquired Cutthroat Communications and Fremont Telephone for
approximately $7 million and $30 million, respectively. Due to the dates of the acquisitions, the initial
accounting has not been completed. In conjunction with the transactions, the Company paid off its
existing loans and obained new debt from CoBank in the amount of $40.8 million.
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REPORT OF INDEPENDENT AUDITORS
ON SUPPLEMENTARY INFORMATION

Board of Trustees
Blackfoot Telephone Cooperative, Inc.

We have audited the consolidated financial statements of Blackfoot Telephone Cooperative, Inc. as of
and for the year ended December 31, 2012, and have issued our report thereon dated February 2§,
2013, which contained an unmodified opinion on those financial statements, and appears on page 1. Our
audit was performed for the purpose of forming an opinion on the consolidated financial statements as a
whole. The consolidating information is presented for the purposes of additional analysis of the
consolidated financial statements, rather than to present financial position, results of operations, and
cash flows of the individual companies, and it is not a required part of the consolidated financial
statements. Such information is the respansibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the consolidated financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
consolidated financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the consolidated financial statements or to the consolidated financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America.

In our opinion, the consolidating information is fairly stated in all material respects in relation to the
consolidated financial statements as a whole.

W o WX

Spokane, Washington
February 28, 2013
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BLACKFOOT TELEPHONE COOPERATIVE, INC.
CONSOLIDATED BALANCE SHEET DETAIL

CURRENT ASSETS
Cash and cash equivalents
Restricted cash
Subscriber accounts receivable
Settlement and access accounts

receivable

Other accounts receivable
Accounts receivable, affiliates
Material and supplies
Other current assets
Notes receivable, current portion

Total current assets

NONCURRENT ASSETS
Investment in affiliates
Investment in certificates of deposit
Investment in nonaffiliates
Securities available for sale
Intangible assets
Goodwill
Notes receivable, net of current portion

PROPERTY, PLANT, AND
EQUIPMENT
Regulated telecommunications
plant in service
Regulated telecommunications
plant under construction
Nonregulated plant in service
Nonregulated plant under construction

Less accumulated depreciation
and amortization

December 31, 2012

Blackfoot

Telephone
Cooperative, BTC Holdings, Eliminating  Consolidated

Inc. Inc. Entries Balances

$10,314,879 $ 1,041,711 $ . 411,356,590
552,127 - 552,127
1,445,855 678,119 (231,422) 1,892,552
1,052,216 239,991 1,292,207
86,184 349,439 - 435,623
- 30,287 (30,287) -
281,528 97,732 - 379,260
371,039 56,758 - 427,797
343,333 - (343,333) -
14,447,161 2,494,037 (605,042) 16,336,156
4,285,743 - [(4,285743) -
2,050,001 - . 2,050,001
1,609,344 585,840 2,195,184
4,732,305 - 4,732,305
1,528,300 287,710 1,816,010
- 836,972 - 836,972
1,736,668 - (1,736,668) -
15,942,361 1,710,522 (6,022,411) 11,630,472
112,822,481 - 112,822,481
103,193 - 103,193
252,338 13,077,739 13,330,077
= 125,037 125,037
113,178,012 13,202,776 126,380,788
70,459,706 8,120,208 78579914
42,718,306 5,082,568 47,800,874
$73.107.828 § 9,287,127 §(6,627.453) 375.767,502
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CONSOLIDATED BALANCE SHEET DETAIL

December 31, 2012

Blackloot
Telephone
Cooperative, BTC Holdings,  Eliminating

Consolidated

Inc. Inc. Entries Balances
CURRENT LIABILITIES
Accounts payable, general $ 1242676 § 500742 § (231422) $ 151199
Accounts payable, afiiliates 30,287 - (30,287) -
Advance billing and customer
deposits 1,352,365 458,213 - 1,810,578
Current maturities of long-term debt 2,500,189 904,377 (343,333) 3,061,233
Other accrued taxes 431,332 = B 431,332
Other accrued liabilities 2,325,323 299,318 - 2,624,641
Accrued interest payable 63,929 1,701 - 65,630
Income taxes payable (161) 4,464 - 4,303
Total current liabilities 7,945,940 2,168,815 (605,042) 9,509,713
LONG-TERM DEBT, net of
current portion 15,717,750 2,437,974 (1,736,668) 16,419,056
OTHER DEFERRED CREDITS
Other deferred credits 2,932,829 308,979 - 3,241,808
Deferred income tax - 85,616 - 85,616
Total deferred credits 2,932,829 394,595 - 3,327,424
MEMBERS' EQUITY
Memberships and other capital 46,811,732 - = 46,811,732
Accumulated other comprehensive
loss (300,423) : - (300,423)
Capital stock - 15,642,000  (15,642,000) -
Retained margins . (11,356,257) 11,356,257 -
46,511,309 4,285,743 (4,285,743) 46,511,309

$73,107,828 § 9287127  §(6,627,453)

575,767,502

30




BLACKFOOT TELEPHONE COOPERATIVE, INC.
CONSOLIDATED STATEMENT OF INCOME DETAIL

Operating revenues
Local
Interstate
Intrastate
Long distance
Customer premises equipment
Data services
Security
Telesphere software
Miscellaneous
Uncollectible revenue

Operating expenses
Plant specific operations
Plant nonspecific operations
Cost of goods sold - Telesphere
Cost of goods sold - data
Cost of goods sold - security
Cost of goods sold - CPE
Depreciation and amortization
Customer operations
Corporate operations
Other operating taxes

Operating margins

Nonoperating income [expense)
Interest and dividend income
Loss on sale and disposal of assets
Interest expense
Allowance for funds used during

construction

Other nonoperating income (expense)
Income [rom subsidiary

Margins belore income taxes
Income tax benefit

Net margins

Year Ended December 31, 2012

Blackfoot
Telephone
Cooperative, BTC Holdings,  Eliminating  Consolidated
Ine, Inc. Entries Balances
$ 5502881 § 2,794,552 § (171,285) § 8,126,148
11,068,685 433,613 - 11,502,298
836,179 387,839 - 1,224,018
1,125,396 259,739 - 1,385,135
200,904 - 200,904
4,977,960 3,656,055 (1,629,436) 7.004,579
- 139,642 - 139,642
. 2,249,859 (49,714) 2,200,145
1,492,363 1,180,861 (672,531) 2,000,693
23,644 (69,958) - (46,314)
25,027,108 11,233,106 (2,522,966) 33,737,248
4,612,233 2,661,837 (1,132,656) 6141414
1,558,260 750,615 (3,092) 2,305,783
- 1,081,368 (7.146) 1,074,222
1,406,027 1,906,563 (1.261,453) 2,051,137
- 142,085 - 142,085
- 118,532 118,532
6,151,362 1,106,260 - 7,257,622
2,295,872 1,797,719 (75,708) 4,017,883
3,475,029 1,253,758 (42,911) 4,685,876
813,501 63,542 - 877,043
20,312,284 10,882,279 (2,522,966) 28,671,597
4,714,824 350,827 - 5,065,651
361,821 22,523 (45,733) 338,611
- (74,448) - (74,448
(796,098) (69,941) 45,733 (820,306]
3,597 . 3,597
729,836 [6,667) - 723.169
339,552 - (339,552)
638,708 (128,533) (339,552) 170,623
5,353,532 222,294 (339,552) 5,236,274
3.117 117,258 120,375
$ 5,356,649 § 339,552 $ [339552) % 5,356,649
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BLACKFOOT TELEPHONE COOPERATIVE, INC.
BTC HOLDINGS, INC. CONSOLIDATED BALANCE SHEET

December 31, 2012

Blackfoot
BTC Holdings, Telesphere  Communications,  Eliminating  Consolidated
Ine. Software, Inc. Inc. Entries Balances
CURRENT ASSETS
Cash and cash equivalents § 303 % 416491 % 624917 § - $ 1001711
Subscriber accounts receivable . . 678,119 . 678,119
Settlement and access accounts
receivable . - 239,991 . 239,991
Other accounts receivable, net - 340,963 8476 . 349,439
Accounts receivable, affiliate - 20,656 146,579 (136,948) 30,287
Material and supplies - . 97,732 . 97,732
Other current assets - 5.868 50,890 - 56,758
Total current assets 303 783,978 1,846,704 (136,948) 2,494,037
NONCURRENT ASSETS
Investment in affiliates 4372317 (4372,317) -
Investment in nonaffiliates - - 585,840 - 585,840
Intangible assets . 1,079 286,631 . 287,710
Goodwill - . 836,972 . 836,972
Deferred income taxes 50,221 (50,221) -
4422538 1,079 1,709,443 (4,422,538) 1,710,522
PROPERTY, PLANT, AND
EQUIPMENT
Nonregulated plant in service - 286,255 12,791,484 - 13,077,739
Nonregulated plant under construction - 125,037 - 125,037
286,255 12,916,521 - 13,202,776
Less accumulated depreciation
and amortization . 220,881 7.899.327 . 8,120,208
65,374 5,017,194 - 5,082,568

$ 4,422,841 § 850,431 % 8,573,341  §(4,559486) § 9,287,127
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BLACKFOOT TELEPHONE COOPERATIVE, INC.
BTC HOLDINGS, INC. CONSOLIDATED BALANCE SHEET

December 31, 2012

Blackfoolt
BTC Holdings,  Telesphere  Communications,  Eliminating  Consolidated
Inc. Software, Inc. Inc. Entries Balances
CURRENT LIABILITIES
Accounts payable, general $ - § 133700 % 367,042 % - % 500742
Accounts payable, affiliates 136,948 . . (136,948) =
Advance billing and customer
deposits - - 458,213 - 458,213
Current maturities of long-
term debt - 250,000 654,377 - 904,377
Other accrued liabilities . 195,640 103,678 - 299,318
Accrued interest payable v - 1,701 - 1,701
Income taxes payable 150 - 4,314 - 4,464
Total current liabilities 137,098 579,340 1,589,325 (136,948) 2,168,815
LONG-TERM DEBT, net of
current portion - 500,000 1,937,974 - 2437974
OTHER DEFERRED CREDITS
Other deferred credits - - 308,979 - 308,979
Deferred income tax - - 135,837 (50,221) 85,616
Total deferred credits - - 444,816 (50,221) 394,595
MEMBERS' EQUITY
Capital stock 15,642,000 6,450,000 9,182,000 (15,632,000) 15,642,000
Additional paid-in capital - 263,224 - (263,224) -
Retained deficit (11,356,257) (6,942,133) (4.580,774) 11,522,907 (11,356,257)
4,285,743 (228,909) 4,601,226 (4.372.317) 4,285,743

$ 4422841 $ 850431 % 8,573,341  $(4.559,486) $ 9,287,127




BLACKFOOT TELEPHONE COOPERATIVE, INC.
BTC HOLDINGS, INC, CONSOLIDATED STATEMENT OF INCOME

Operating revenues
Local
Interstate
Intrastate
Long distance
Customer premise equipment
Data services
Security
Telesphere soltware
Miscellaneous
Uncollectible revenue

Operating Expenses
Plant specific operations
Plant nonspecific operations
Cost of goods sold - Telesphere
Cost of goods sold - Data
Cost of goods sold - Security
Cost of goods sold - CPE
Depreclation and amortization
Customer operations
Corporate aperations
Other operating taxes

Operating margins

Nonoperating income (expense)
Interest and dividend income
Loss on disposal of assets
Interest expense
Other nonoperating expense
Income Irom subsidiary

Income [loss) belore taxes
Income tax benehit {expense)

Mel income

Year Ended December 31, 2012

Blackfoot

BTC Holdings,  Telesphere  Communications,  Eliminating  Consolidated

Inc. Software, Inc, Inc. Entries Balances
$ $ $ 2,794,552 % $ 2,794,552
433,613 433,613
- 387,839 - 387,839
259,739 - 259,739
g 200,904 - 200,904
- 3,656,055 - 3,656,055
+ 139,642 - 139,642
2,249,859 - 2,249,859
- 1,180,861 - 1,180,861
1,208 (71.166) 5 (69,958]
2,251,067 8,982,039 = 11,233,106
88,751 2,573,086 - 2,661,837
. 750,615 750,615
- 1,081,368 - 1,081,368
. 1,906,563 = 1,906,563
- G 142,085 142,085
¥ - 118,532 - 118,532
5 40,940 1,065,320 : 1,106,260
130,598 257,320 1,409,801 1,797,719
- 374,182 879,576 - 1,253,758
1,070 62,472 - 63,542
130,598 1,843,631 8,908,050 10,882,279
(130,598) 407,436 73,989 7 350,827
= 22,523 - 22,523
- (74.448) (74,448)
(20,221) {19,720) (69,941)
; (6.667) - . (6,667)
420,079 - - (420,079) -
420,079 {26,888) (101,645) (420,079) (128,533)
284,481 380,548 [27,656) [420,079) 222,294
50,071 (14.796) 81,983 117,258
$ 339552 § 365752 % 54327  § (420079) § 339,552
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REPORT OF INDEPENDENT AUDITORS ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

Board of Trustees
Blackfoot Telephone Cooperative, Inc.

We have audited the consolidated financial statements of Blackfoot Telephone Cooperative, Inc
(Cooperative) and its subsidiaries as of and for the year ended December 31, 2012, and have issued our
report thereon dated February 28, 2013. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control over Financial Reporting

Management of Blackfoot Telephone Cooperative, Inc. and its subsidiaries is responsible for establishing
and maintaining effective internal control over financial reporting. In planning and performing our
audit, we considered the Cooperative’s internal control over financial reporting as a basis for designing
our auditing procedures for the purpose of expressing our opinion on the consolidated financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Cooperative's
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness
of the Cooperative’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect misstatements on a timely basis. A material weakness is a deficiency or combination of
deficiencies in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s consolidated financial statements will not be prevented, or detected and corrected on a
timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined above.



REPORT OF INDEPENDENT AUDITORS ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS (continued)

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Cooperative’s consclidated financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have
a direct and material effect on the determination of consolidated financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the Cooperative in the audit fieldwork exit
conference.

This report is intended solely for the information and use of the Board of Trustees, management, others
within the entity, the Rural Utilities Service, and supplementary lenders, and is not intended to be, and
should not be used by anyone other than these specified parties.

}J\[)%‘? Do X

Spokane, Washington
February 28, 2013
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INDEPENDENT AUDITOR’S MANAGEMENT LETTER

Board of Trustees
Blackfoot Telephone Cooperative, Inc.

We have audited the consolidated financial statements of Blackfoot Telephone Cooperative, Inc.
(Cooperative) and its subsidiaries for the year ended December 31, 2012, and have issued our report
thereon dated February 28, 2013. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America, the standards applicable to financial audits contained
in Government Auditing Standards issued by the Comptroller General of the United States, and 7 CFR
1773, Policy on Audits of Rural Utilities Service Borrowers. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial statements
are free of material misstatement.

In planning and performing our audit of the consolidated financial statements of the Cooperative and its
subsidiaries for the year ended December 31, 2012, we considered its internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing an opinion on
the consolidated [inancial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Cooperative's internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Cooperative’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect misstatements on a timely basis. A material weakness is a deficiency, or combination of
deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity's consolidated financial statements will not be prevented, or detected and corrected on a
timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined above.



INDEPENDENT AUDITOR’'S MANAGEMENT LETTER

(continued)

7 CFR 1773.33 requires comments on specific aspects of the internal control over financial reporting,
compliance with specific RUS loan and security instrument provisions, and other additional matters. We
have grouped our comments accordingly. In addition to obtaining reasonable assurance about whether
the consolidated financial statements are free from material misstatements, at your request, we
performed tests of specific aspects of the internal control over financial reporting, ol compliance with
specific RUS loan and security instrument provisions, and of additional matters. The specific aspects of
the internal control over financial reporting, compliance with specific RUS loan and security instrument
provisions, and additional matters tested include, among other things, the accounting procedures and
records, compliance with specific RUS loan and security instrument provisions set forth in 7 CFR
1773.33(e)(2) and related party transactions and investments. In addition, our audit of the consolidated
financial statements also included the procedures specified in 7 CFR Part 1773.38-45. Our objective
was not to provide an opinion on these specific aspects of the internal control over financial reporting,
compliance with specific RUS loan and security instrument provisions, or additional matters, and
accordingly, we express no opinion thereon.

No reports (other than our independent auditor’s report, and our independent auditor's report on
internal control over financial reporting and on compliance and other matters, all dated February 28,
2013) or summary of recommendations (other than the audit fieldwork exit conference) related to our
audit have been furnished to management.

Our comments on specific aspects of the internal control over financial reporting, compliance with
specific RUS loan and security instrument provisions, and other additional matters as required by 7 CFR
1773.33 are presented below.

COMMENTS ON CERTAIN SPECIFIC ASPECTS OF THE INTERNAL CONTROL OVER FINANCIAL
REPORTING

We noted no matters regarding the Cooperative's internal control over financial reporting and its
operation that we consider to be a material weakness as previously defined with respect to:
= Theaccounting procedures and records;

* The process for accumulating and recording labor, material, and overhead costs, and the
distribution of these costs to construction, retirement, and maintenance or other expense accounts;
and

e  The materials control.



INDEPENDENT AUDITOR’S MANAGEMENT LETTER

(continued)

COMMENTS ON COMPLIANCE WITH SPECIFIC RUS LOAN AND SECURITY INSTRUMENT PROVISIONS

At your request, we have performed the procedures enumerated below with respect to compliance with

certain provisions of laws, regulations, contracts, and grants, The procedures we performed are

summarized as follows:

*  Procedures performed with respect to the requirement for a borrower to obtain written approval
of the mortgagee to enter into any contract, agreement, or lease between the borrower and an
affiliate for the year ended December 31, 2012, of the Cooperative:

~  Obtained and read a borrower-prepared schedule of new written contracts, agreements, or
leases between the borrower and an affiliate as defined in 7 CFR 1773.33(e)(2)(i).

~  Reviewed Board of Trustees’ minutes to ascertain whether Board-approved written contracts
are included in the borrower-prepared schedule.

—~  Noted the existence of written RUS approval of each contract listed by the borrower.

*  Procedure performed with respect to the requirement to submit the Operating Report for
Telecommunications Borrowers to the RUS:

Agreed amounts reported in the Operating Report for Telecommunications Borrowers to the
Cooperative's records.

The results of our tests indicate that, with respect to the items tested, the Cooperative complied, in all
material respects, with the specific RUS loan and security instruments provisions referred to below. The
specific provisions tested, as well as any exceptions noted, include the requirements that:

*  The borrower has obtained written approval of the RUS to enter into any contract, agreement, or
lease with an affiliate as defined in 7 CFR 1773.33(e)(2)(i); and

*  The borrower has submitted its Operating Report for Telecommunications Borrowers to the RUS, as
of December 31, 2012, represented by the borrower as having been submitted to the RUS is in
agreement with the Cooperative’s audited records, in all material respects, and appears reasonable
based on the audit procedures performed.

COMMENTS ON OTHER ADDITIONAL MATTERS

In connection with our audit of the consolidated financial statements of the Cooperative and its
subsidiaries, nothing came to our attention that caused us to believe the Cooperative failed to comply
with respect to;

* The reconciliation of continuing property records to the controlling general ledger plant accounts
addressed at 7 CFR 1773.33(c)(1);
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INDEPENDENT AUDITOR’S MANAGEMENT LETTER
(continued)

* The clearing of construction accounts and the accrual of depreciation on completed construction
addressed at 7 CFR 1773.33(c)(2);

* The retirement of plant addressed at 7 CFR 1773.33(c)(3) and (4);

* The approval of the sale, lease, or transfer of capital assets and disposition of proceeds for the sale
or lease of plant, material, or scrap addressed at 7 CFR 1773.33(c}(5);

*  The disclosure of material-related party transactions for the year ended December 31, 2011, in the
financial statements referenced in the first paragraph of this report addressed at 7 CFR 1773.33(e];
and

* The detailed schedule of investments.

Our audit was made for the purpose of forming an opinion on the basic consolidated financial
statements taken as @ whole. The detailed schedule of investments in affiliated companies required by 7
CFR 1773.33(i), and attached to this letter, is presented for purposes of additional analysis and is not a
required part of the basic consolidated financial statements. This information has been subjected to the
auditing procedures applied in our audit of the basic consolidated financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic consolidated financial statements
taken as whole.

See attached Schedule of Investments in Affiliated Companies.
This report is intended solely for the information and use of the Board of Trustees, management, others

within the entity, the RUS, and supplementary lenders and is not intended to be, and should not be used
by anyone other than these specified parties.

Wigo Mdaws> UK

Spokane, Washington
February 28, 2013
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BLACKFOOT TELEPHONE COOPERATIVE, INC.
RUS SCHEDULE OF INVESTMENTS IN AFFILIATED COMPANIES

BTC Holdings,

Inc.

Original investment cost § 13,019,662
Issuance of additional stock 6,000,000
Dividends received (4,700,000)
Merger of subsidiary retained earnings into the Cooperative (7,175.606)
Undistributed earnings as of December 31, 2011 (4,197.865)

Book value of investment as of December 31, 2011 2,946,191
Issuance of additional stock 1,000,000
Undistributed earnings as of December 31, 2012 339,552

Book value of investment as of December 31, 2012 $ 4,285,743

The Cooperative pwns 100% of the stock of BTC Holdings, Inc. and consolidates its investment. BTC
Holdings, Inc. is a holding company owning 100% of the stock of Telesphere Software, Inc. and Blackfoot
Communications, Inc. BTC Holdings, Ine. consolidates these investments.

Blackfoot Communications, Inc. provides competitive local exchange services within Missoula and is also
an Internet service provider.

Telesphere Software, Ine. provides sales, support of computer software systems, and service bureau
management of carrier access billings.
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